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COUNCIL ON THe1^Zn°c1AL LEGISLATURE AND THE 

masilonyana local municipality fwtTyeaKdT,? "^'^°R'«ation of 

report on the financial statements 
I ntroduction 

'■ Of the Masllonyana Local 

and the cash flow stateLnt f^ the year then ‘n^ '^ent 

accounting policies and other explanatory notes J set ont^ nummary of significant 

accounting officer determines is necessaw to ,k ^°^#^%tr%control as the 
.r. „» 

The Auditor-General's responsibility 

'■ 1996read 

General Notice 61 6 of 2008, issued Auditing and 

Because of the matters described in th^as^^f#® May 2008 ■ 

however, I was not able to obtain sufficfenSl!^ f paragraphs 

an audit opinion. TC Provide a basis for 

Basis for disclaimer of opinion 
Bank overdraft 

journals respect of Cebii and credit 

™““'*^^-uro. lnC«;tad“"S2c*.“' “ '>«™ 

S™di?"“";"”“*“= "»« numbs, |„ 

o, pt^nrr 

Solo, d“' "snt> end obllBdbss, 2m " Tbo Metencs. 

disclosed in note 6 to the financial statements mi, J amounting to R279 548 122 as 

repo ing system did not make provision for alternative"proced“o be performed 


4. I 



R- 4 as eoo .0. t.3 

confirm these amounts. ‘ f°r alternative audit procedurilf 

and 

obligattons of these amounts could ttius^otte ®'’'' ^”0 

«d not m«e ,„u,s,o„ tot attetnal^Sr 

Debtors 

'■ » .0 «Xoc. 

the financial statements. The records of the municio^it^fi^ as^||close|#note 10 to 

sonable alternative procedures in res'Xflt baLte° ™ 


provided. 

municiDalltv'e completeness, exj^ence.^ainatinr. ^^,^1 


"• to the existence, valuation 

journals of R3 969 865) presented i^ Ml (which included 


« ooo; presented in the bSiEnra .ww-r, iwi i^wnjcn included 

financial statements. This was mainly due to^efo^tf *n note 12 to the 

creditors and the fact that prop# ^ ^o effectively manaoe 

and systems did not permit mllliHr^33onTw^^ ^^nicipalities’ rlords 

these balances. ^“%v ^ alternative procedures in respect of 

Income 

Assessment rates t^^S- 


ra =29 47o«r,;:,"s;s;r ST™"” «” "== === i™ »'■ 

valuation roll al%he accounting system I ^ ‘■^'Conciliation between the official 

^sessment rateSt^CS^ hJ completeness 0 ° "“' 

the municipality also S^t permit me to oe^™ ^ 1"“^' ®‘atemants. The records of 

respect of this balance.^ reasonable alternative procedures in 

Other income 

the income statement to the 

^=c^r:tr-nhrr^-~ 

me to perform reasonable alternative procedures in rlpS of thirbalan'ca''' 
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Government grants 

rf°R9^796^030^for’w1v h 

alternative procedures in respect of thr^Lsaction 

Expenditure 

30 Jun. 20»Sto”SJ5SrS, “SSSSr."’"® ‘°f^ '™ “' "=“ =*» 

srrsr -- “““S'SSss ,„ 

-v *%# 


Sp=rsroror*:i;~^^ 

alternative procedures in respect of theL transactions^^ tg|erfbrm reasonable 

utilisation thereof could not be confirmed^rL withdrawal and the 

permit me to perform reasonable alternative proce|^rSll.^&Tnf 
Inventory balance. 


Inventory W f 

during the year amounting to R4^2T8 uniforms 

reflected in note 9 to the finanlll 4lfem'ents couH nn^h obligations of R84 360 as 

records and systems did not p^lf me^n^ “ * ^ determined. The municipality’s 

respect of this inventor balan^\^f reasonable alternative procedures ^ 

Accumulated deficit ^ 


^0:‘6W 


permit 


in notes 2 and 3 to 

completeness and rights and obligations Mhts r^prri th “"f*™ the 

' not permit me to perform reasonable alternates procedumsTo confirm rstril’ot^"'^^ 
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Value-added tax (VAT) 

not be confirmed if the VAT on this writing off of debrLhmmIdTR4 S^rp'^fc, 
claimed from the South African Revenue Sen/ice (SARS Thfremrdt r 1 ’ 

=S,r.S.” 

“,s™2 r “r, Jv?-; SurcTsr 

■ SH="=5SS#===:= 

Cash flow Statement 

unable to provide me an explanation or statement. Management was 

«. ia.n,i,M «„„„ , A-^o, Ih. JS5XSV™Tr 

perform all 


presentation of the cash fln^^Z■fS^*Z^W opimon aL 

review was achieved in the statement 

Stated due to the mater^|effec|%it|e cash flow statement and t' 
l;m,tat,ons and ||S|^=i^ti^ts as reporte^S^i^' 


as to whether fair 


scope 


as reported in this report. 

Capital commitr^ffts 

L „o“S:.rs— £ srr p— „i- , „ ,, 

Contingent liabilities 

supporting d.cu™„M“„tpS “ !• S,£ " '"“r"’ 
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irregular expenditure 

»uch, as rea»oFby"aS"?K(2)S) ‘‘“"“=1 •• 

■ »...nd.,.i„,„..,stap,a, 7, 

amounting to R4 358 586. Irregular exoendltuTp nf transactions 

tender process had not been followed ^If these eautotp^? incurred as a proper 

costed approximately R3 809 500 and equipment was bought it would have 

The difference of R681 ^3 fs considted tX~^^ 

fraud could not be excluded. asteful expenditure. The possibility of 

paragraph Tit weS^notTdhlred'to^^ 

J6. Counrillnr rcirvM I it — _ . . .. 


ea.e«a No. ' 

R763 181 and 2006: R85 500) for L yea[ ThisT^Sl^^%l^°°®- ^^1; 2007: 

of section 1 oftheMFMA. No correctivLtys^baShi^fll^^lgS^'®'' in terr 
any of these overpayments during the recover 

considered as being overstated. M ■'‘^i®'''^®®q^‘'Ouncillor aliowances are 


terms 


Fruitless and wasteful expenditure 

27. Fruitless and wasteful expendiftrfcbifrountina^l’i nm «hd 

interest and penalties paid. Tfiilwal%tdisdosed irffhL^®^ incurred as a result of 
required by section 125(2)(d) of financial statements as 


properly idertified^fntedira^dSlt'S^ management has 

transactions during the re^^w Thor wasteful expenditure 

procedures that I couldfrfform'Co/ain reasonabteL"^° alternative audit 

of fruitless and^ife^||^pdiuSds diseased ^®9^rding the completeness 

Unauthorised e^pnditur^^ ^ 

R34 'SlfSs ta'd” Ml “Pmditun, of 

Disclaimer of opinion 

”■ B«. .» b, dbibibb 

ii™; "" I «" "« «.prM.7 bp“ ‘ 
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Emphasis of matter 

I draw attention to the following matter on which I do not express a disclaimer of opinion- 
Going concern 

exVe'rlencelh^enSve^^^^^ ^nicipality indicated that they might 

conditions, along wrth other matter f “""f “^ligations. These 

might cast Significant doubt on the municipalitys ab^irtrcontaf^ra go“nlm ‘ 
Basis of accounting 

other matters 

Unaudited supplementary schedules 

“■ rJpSllS «'• *. »n.„pi.| 

.nd .pc„ai„,i, I dp p^.pp, p„ p...„..„ ih.,por «ssE.y “•"“'•d 


I\flatenal inconsistencies in information included in the^|nnuai%port 

34. 1 have not obtained the other information included ^ ... 

able to identify any material inconsistenci^h t||Saf^fc°en^ 

Non-compliance with applicable legislatid^% ^ 

Municipal Finance Management Act. 2d&c#S^6^ 2003) (MFMA) 

Section Detail C ,^V 


Section 


63(1)(a) 

' 65 ( 2 )^ 

T21(3) 


'I25(1)(c) 


budSf ^ 2008 adjustmLt 


"An '^ilnual report of the municipality that include the financial' 
statements, the Auditor-General’s ronnrf fK^ . Tinancial 
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Municipal Systems Act, 2000 (Act No. 32 of 2000) (IMSA) 

With the MSA found du ring the audit are the following- 
Section detail 

Governance framework 

37. The governance principles that imoact the anriifnr'c 
related to the responsibilities and practices exerclld 

executive management and are reflected in W f“°PP‘'P9 and 

governance responsibilities addressed below: ^sfic'encies and key 


Internal control deficiencies 


Par. no. 


m^icipality ar^ -sure that the 

risk management and internal control ThA'^t^io h , systems of financial and 

to the deficiencies in the system that gave rise 

2r.rcSr'(r'.: 

• no. Basis for discIsimof^ff'^r^rT^ir — ^ 


Basis for disciaimet^'cp^i^ 
^nk overdraft ^ ^ ^ ^ — 


CE RA I CA ! 1C 


11-13 

"14-16 


21-22 


Debto^" ' 

^ 

Creditorsit M“ 

— - M 

income 

"Expenditure 

inventory 

Accumulated deficit 
Reserves 
Value-added tax 
Cash flow statement 
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23 

24 

25-26 

27-28 

OQ 

Capital commitments ~ ~ 

5 




1 

ouj iLii lyei It iidbiliues 

5 





Irregular expenditure 

5 

5 

6 


1 

ri unless and wasteful expenditure 

5 





Overall c 

Unauthorised expenditure 

Onclnciirtn r.11 _ . 
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aJrnd whe7e atTabll:" -‘--I control deficiencies 


avaiiabity th“e?Iof'ar™ to ensure the 

Of discipline. The acLunting offiLfand 4“ ° afoffir^^ ^^essthe lack 

and updating of records and reconciliations and q, correction 

Mil... .na ana tana" „3C " f ""»» »«=. 


lyiaragement and st att are not assigned apnroDna.a a.. . 




over financial reportna.^''^ ” °‘ appropriate autBojyinggesp^'glbilitv to fadmRte 

policies Uu „oL laal.iate e.ecyvea^rci4|aA in r d,sc,pl,^ end sups^ision of 


"not undefslood to set the standard for financial 


reSm®""' developed^^ 

■=r5 "^^s. — j-j iwi iiiiaiiuai 

_and internal exercisg^’i^rsight responsibility over financial reporting 

Management's philosoph y and nnar-aH^^ 


- __^ jgy ^ — -•■wioi 1 1 

^ 


1 
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— on to be taken. 

Key governance responsibilities 




No. Matter 



documentation that is easily ava^^.^ed in a 


1 . 




Q; ^ of financial sta tements and relate^;;;;;;^;;;;S|^^ 

2. The financial statement \A/PrA nnt CMiklAyH* 1 .^ — . . ^ 


3. 


tie®aud^’“^' "°* aabject to any matertet^S 


annual report was .uUiiilled lor cons|^fe|or ofZ audiio^i 


I!H^!!l^"cial statements and^^glS^i:;;;;;- 

The annual finanriai ... ’’^s 




w''-m 


Availability of key officials durir^diJ^ 

5. I Kev nffiHalc W/Ara ^.I>.:i..ui_ u 


X 


^ I Key officials were available y ^ 


6 . 


7. 


Audit commi 


y ^ 

hea^^ait 




Internal audit 




The InteTi^dit lunction 




X 


X 


X 


X 


X 



were appropliiteto fedlitate Ihe prepiFifeiTtf^SHd^ 

j;f_J ^5Wi;i~5:;ddia^ bee r, assianedTiilStoutin section 79 nflh^rlTgKJ^ 

Follow-up of audit findings ^ 

13. ~The pnor year audit findings have been subslantially idd^^ijgd: 

14. I SCOPA resolutions have been substantially implemented. 

information 


purposes of monitoring the performanS in relaUM to Sblfelnri 




requiremente^as and wheTe appf||f^^ ^®y governance 


Spo^TeTas acting T -- 

prevention plan aif^islfesessiTient as rennirpH ^ internal control system, a fraud 
compilation of an an^Sf^eportTuX r^J^e^r a ^ 


compilation of an an»rporF^ r" the 

prior year audit findings and SCOPA resolutions'!" " °" '"P address 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
Report on performance information 

44. 1 was engaged to review the performance information. 

The accounting officer’s responsibility for the performance information 

Ihe^rua"! pe^orL^nSort o^^hfm^ 
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(MSA)" Municipal Systems Act, 2000 (Act No. 32 of 2000) 

The Auditor-General’s responsibility 

judgement. Procedures. The procedures selected depend on the auditors 

■“■ :Sf„“ I. an. app„p„^ 


provide a basis for 


Findings of performance information 
Non-compliance with regulatory requirements 
No reporting on performance information 

of the MSA. This" couldTeTttrfbuted'toThe 46 

information, the lack of management ovlreight Performance 

management system. ^ * of effective performance 

appreciation 

is siacerely^a^racjasd '.e'^gonyana Local Munidpaliiy during the audit 



Bloemfontein 


18 December 2009 


auditor 

South 


general 

AFRICA 


Auditing to build public confidence 


11 



